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• THE ECONOMICS OF DIVERSIFY. IN BROADC ASTIl^b ■ 

—J*: ! — I 

Bruce My Oven 



It *is as hard to be against diversity as it is to be' against 
fair^ss* These are the paramo\mt goals of broadcast regulation in 
America* I intend to argue that these goals are at best irrelevant ^ 
and at vorst seriously debilitating to the consumer interest* One * 
more \inpopular position* vill. not alter' the reputartiion of tVe dis 
science* , ' 

What is diversity in broadcast 'programmingir Well, of course, 
it means different things to different people*j,/TVs it is used in the 
academic* literature on broadcasting, it u^iially means the number of 
different kinds of programs availabl^< If. today ve have an extra hour / 
of public affairs and ctu'^hour l^gs of detective dramas, diversity is *. / 
said to have increased* This is not a v^cy precise d^efinitlon* Sup|lose 
there vere only tvo possible types of programming; Westerns and public 
affairs, and tvo stations, with this schedule for the evening: 



(i) ^?--0 



10:00 

* 

Is such a schedule more 




Station 1 



Western 



^Station 2 



Western 



Public Affairs Public Affairs 



less diverse than the following one; 



Station 1 



Station 2 



(ii) * 9:00 
10:00 



^Western Public Affairs 

Public Affaii;s Western 



Or moire o3: lees diverse tliaa: - ' <- * 

1, ■ J* 

^ , ' Station 1 ^ , ' Station 2 

* 1 ■ + ' - 

(iii) • 9:00 ■ Public Al'fair^ Public Affairs' 
10^00 ' Public Affairs Western 

. ' * *V 

Thefte unanswerable ques-Tions lead to several observations: ' 

First, not all public affairs shows are alike, just a^s all Westerns , 
are not alike. There may. he as much "diversity'* within traditional 
program types as aiiong tyt^^ This is most apparent when we think of 
"puhlic affairs** or "feature filia". categories^ hut for afficiandos 
pf the gentsy it is just as true of Westerns. Upstairs^ Downstairs 
is a soap opera.' Second, "diversity'* clearly is a function of scheduling 
as well as the gross numher of types offered. .Third, even i*f we, could 
agree that tfne of the ahove schedules was "mor6 diverse" than another, 
so what? ■ Is the more diverse schedule hetter for consumers? Noti 
necessarily. Suppose we had the audience ratings for the three Schedules 
ahoVe.* They might looj^ something lik^-this; 

(^ousands of homes) i 

Station 1 Station 2 

U) 9:00 1^5 , 55 ^ 

' [ 10:00 5 3 , . 

(ii) 9:00 .95 ' " 1^ 

■ . 

^ ^ 10:00 '3 



(iii) 9:00, t 5 6 
^ 10:00 *. * 2 97 



Vfiiich. schedule i^e?s consumer jy^fest oft? .^ie would expect 
total audiences to be much lar^r for/^cLedulG (ii). But only 
7 tho^usank homes are tuning in "v>ftiuable** public affairs shows ^ 
If public affairs shows are s^^val?te-ble , perhaps we should undertaJce 
policies ta increase their audiences, such as forcing stations to- adopt 
schedule-(i) with 8 thousand piiblic affairs viewers, or schedule (ii'i) 
vith i3 thousand, , Judging by the literature, a good many observer's 
think ve should do just that. This rebarbative thread of paternalism 
rxiAs through-much of the critical writing on television by academics* 
And an economist^an not, on the evidence in the examples, say i-fi^'is^ 
wtons* For it is possible that *public affairs, to those who watch 

It, is iforth so much that the benefits exceed the costs imposed on ■ 

* ■ ' ' : 

those who do not* Hot likely, but possible* t ^ 

The problem facing an economist in this m&ze is that no 

O ^ 

one knows what thQ programs ate actually worth to consumers, and that ^ 
is the key 3bo "economic analysis of the costs and benefits of alternative 
policies^ Asked to Judge among the schedules, an economist would ask, 
Ihov much is each household willing to pay rather than^go without program 
A or B? What do the programs cost to produce? These data* consistently 
omitted ftrom discussions of diversity, are the desiderata of decision- 
making in every other f ield^ of economic activity* 

Data on the economic value of programs to consumers are omitted 
ftrom the discussion for an excellent reason i *since ^oticumerD do ngt poy 
directly for most^programc , no one hajj^ any reliable meanG of ascertaining 
their value* (Ttii^s^ consideration doec not prove that concumoro should * 



5 ' ^ 



' pay fpr progtamGi that is a different arguiaent-, ) Hevertheless , faced" 
with absence of data concerning consumer demand schedules, an economist^ 
is faced with the difficult problem of tryiag to see what would happen^ 
if people could pay, on the as^^uap'^ion that we ought to be interested 
ia that mix of prograi&s which consumers value most, net of production 
costs/ Such ^ model of the television market would turn on program 

f 

^productioif costs, the value Qf' individual programs to individual oon- 
sumers, and the nature of competition. It would have nothing to do 
with "diversity," p5r ze ^ However, the models of program patterns 
constructed in the past by economists such as Peter Steiner have em- 
phasized an apparent tendency of competing advertiser-supported broad- 
casterd to produce programs which are too close substitutes, and of 

\ 1 

monopoly broadcasters to avoid this. These models put enormous em- 
phasis on the "distortions" caused by advertiser support. However, much 
of the. result* was due preoisply to the Assumption criticised above, 
namely the ude of "program types" within which all programs are perfect 
substitutes. In addition, the Steiner models make high]^ stylized, ' 
unrealistic, assumptions about the structure of viewer preferences, 

Stelner-type models were enormously atti^active to people try- 
ing to understand television markets becaiise they seemed to explain the 
apparent "sameness" of programming on different networks* Unfortunate-- 
ly, most of the people concerned with this problem probably exaggerate 
the sameness because they do not like the programming* To people who 
like television programming (which iu, of cgurse, most people) jthe 
programs may ceem very different- 



Recent work on the ^enejpiil theory of monopolistic competition 

* 2 

*hac a special application to television* It can be demonstrated that 
tmonopoXistic competitors (that is, firms which are small relative to the 
market 'but which produce products which are not perfect substitutes for 
one another) tend systematically to underproduce a certain kind of pro^ 
duct. These "eaCcluded" products tend to be minority taste .product's — 

that- is, products desired relatively intensely by relatively small groups 

-- * . / 

of consumers* These special intjerect product would be unde]:5pr6duced in 

any event; in television ; when we speak of programs, this means that ^en 

a common carrier m^ulti-chaimel* cable-pay TV system would not pro^ 

duce all the programs that should be produced, althou^ it ma^^ come close* 

It can also be demonstrated that \mder reasonetble assximptions , advertiaer*- 

'Supported, limited channel broadcasters do even worse at producing such 

programs* All this \mder quite genei-al assumptions abput consumer demand 

and cost of production conditions, and without recourse to program types, 

* The word "should" in the preceding paragraph warrants explana- 

tion, I om .using the word in the context of what is called welfarv" * 

economics* That group of prograi^s "should" be produced which maximizes 

the economic value of programs to consilfeero, net of *production costs* 

Economic value is measured by willingness to pay. This is a value 

Judgment which is difficul-t^ for some non-ecopomisto to accept* I will 

not try tdi defend it here, "beyond saying that 1-^ is the criterion used 

to allocate virtually every other recdurce in the ocotionyr, including 

religion, and it it; difficult to imagine wliy Walter Croaskite shoulfd be , 

exempted when James Boston, Billy Graham, and the Pope are not. 



The parograms against wlrdch ,a competitive system of broadcast- 
* 

ing is biased have analogies in other fields- The magazine indiistry 
provides a good example. If you want to knov what additional progr^ns 
woxild be on a pay-TV system with elastic channel supply^ look ftt those 
magazines which depend to a significant extent on siibscribers rather 
than advertisers for their reveuu^s^' 5iiese 3J^e not all by any means the 
same sorts of periodicals jto which Viewers of piiblic television might 
subscribe, althongh some 6f them are. 

1 

We have, I think; pretty yell disposed of the notion that diver- 
sity has ^y clear meaning or any relationship to economic sfi^tisfaction 
of consumer wants. There remains the task of seeing whether diversity 
has any relationship to suctt noble values as fi^eedom of eaqpres^on. 

If diversity con not be identified with the economic interest 

fltf viewers, perhaps itjs value lies in tlje marketplace of i&eas* I 

3 

have argued elsewhere that this also is a misconception. Whatever 
one*s measure of program diversity, it is clear that a totalitarian 
state might if it wished produce as much or more diversity than a free 
one. (To do so might make i't more benevolent, but not less despotic^) 
An utterly fr-ee, even anarchistic, society might in principle produce 
little program diversity if people's t^istes happened to be similar. 
Diversity . of programming has nothing to do with freedom of expression. 
Diversity in the sources of programming, or diversity of control over 
accesG to the media does liave a clear relationship lifo freedom, but this 
is not what we commonly .mean by program diversity. 



How is it that so irrelevant a goal has for so long dominated 
our public policy toward broadcasting;^? The sins committed iti th*e name 
of diversityl We protect broadcasters' profits from increased comppti- 
tion so that they can continue (I) to produce diverse public interest 
prograimning. ITe inflict cheap gam^ shows on the public in the name 
of diversity throu^ the ^prime time access rule. We deny the public 
access to thpee or four additional netvorlL-quality signals in tjier name 
Of localism, a thinly disguised diversity argument. We waste millions 
on publif^c televi&i'on in the name of program diversity.. Few of^the 
critics of television who promote andapplaud these policies are really 
fnterested in diversity, 15ie^ are* simply intWested in more of their 
kind4,Gf programming or worse, more of the kind of programming they 
t think ofher peoplj^ , "ought*' to see. 

■ f * 

The well-established FCC policy in favor of localism was, 

I said, a thinly disguised ^diversity policy. >I?he projjlem with the 

localism policy is that it reduces the number of channels available, 

thereby imposing substantial crffets on consumers, without rin return ^ 

eliciting 'a significant quantity (or quality) of locally produced pro- 

gramming^ ^?he structure of dfemand for television happens to be such 

thai geographically specialized programming is not of much interest 

to viewers, except for local news. There is nothing preordained about 

. 

this, and it is not true of either radio or newspaper demand. Mfeverthe*- 
less, in. television it is a very costly policy* It is silly at thfs 
point to worry much about it, given the enormous difficulty of changing^ 
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the spetrtrun allocation scheme. The most ^ that can done is to avoid 
coapounding the errt>r by such idiocie;? as the prime' time apcesG rqle. 
If in tha fixture we hqgin to move toward liiulti-charmel distribution 
systems > sigiaificant- local progrananing isay well begin ta appear^ most 
probably. supported^ by local advertisers seeking to reach audiences in 
geographical areas miJich smaller than present TV markets. In such an * 
environnfent > local interest prograniming' is -^bixt one of the ''minority 
tosteV programs-''^resent]-y barred to consiimers by the Inelasticity of 
chaftneis and the rules against pay television. * ^ , ^ 
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FOOTNOTE^; 



1. For a siuaaary of this literature, se,^ Chapter 3 of 'Oven, Beelao 
and Manning, gelovislon Kconomlcc ^197^) • 

2. ^ Michael Sponce and Bruce Oven, "TV Progranciing, Mto^opolistic . 

Competition, and Vfelfare," Quarterly Journal of Economicg 
.(fortbcoiaing). ^ " 

3. See Chapter 1 of Oven, Econoaics and P'r^edom of Expression ; 
Media Structure and the First Amendment ClSTSH 

1*. I have *in mind tiere-the Dumont aljternatiVfe. Se6 iroll'* Peck 

and McGo'jan, Economic Asiaects of Teievision Refiulation (1973), 
^ ^chapter 1** , * , 
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^liitjra are fuiid£j::cntal problomii with- the notion of '^diversity. 
There ^ao npt appear to bl- i^Qcl reasons to- oujpport the notion that * 
diversity, eonvejntionally niGasureU, is a desirable econo^iic goal or ; 
a detiirablc, First /jsendment goal. Much of the paper is devoted to. 

^ - / V.'. ■ ■ • ' ' 

an analysis of this iGGue. ' ; * 

' R^ent work on the economicG of televioionjiaaiTEGlis Gusgests 

that ^ there: are probltomc duo tp "biatioa" introduced by the ^ry nature ' 
of cotjpqtition. in prodtict sj^ace, but. that tnesc biaaee arD exagerbated. 
by government policies restricting entry and curtaill^ng pay television^ 
The *'4)iase5^' a;re againct. programs^ ifhich are expensive and 'progr^^jns^ 
vhich are demanded by jcelatively small, groups vho vQuld be villinjf to 
pay a lot for tfeem, . — 



